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Voltamp Tranformers Ltd.

LTP

Recommendation

Industry

Heavy Electrical Equipment | Rs. 1032.3 Buy at Rs. 989 and add at Rs. 887 Rs. 1057.0 Rs. 1194.0 2 quarters

HDFC Scrip Code VOLTRAEQNR Our Take:

BSE Code 532757 Voltamp Transformers Ltd (VTL) is a leading manufacturer of oil filled power and distribution transformers, with an aggregate installed

NSE Code VOLTAMP capacity of 13,000 MVA (Megavolt amperes) per annum. It has a strong track record in the transformer industry with a diversified clientele

Bloomberg VAMP:IN and experienced management.

LTP 12t April, 2021 1032.3

Equity Capital (Rs cr) 10.1 Due to increasing number of small power-rating substation projects across the country, the small capacity transformer segment is expected

Face Value (Rs) 10 to be the fastest-growing segment in India. According to a research firm, India’s distribution transformer market is expected to rise at a

Equity Share O/S (cr) 1.0 CAGR of more than 4% by 2020-2025. Factors such as increasing energy demands from the industries and expansion of transmission and

Market Cap (Rscr) 1044.4 distribution systems are likely going to drive India’s distribution transformer market.

Book Value (Rs) 739.6

Avg. 52 Wk Volumes 20850137 . .

52 Week High 13550 Valuations & Recommendation:

52 Week Low 263.3 Rapid urbanization will result in rising demand of power, which will pave the way for high demand of transformers. As the company
exclusively serves the power sector of the country, with state DISCOMS forming a major part of its clientele, government efforts to push

Share holding Pattern % (31° Dec, reforms in this sector augurs well for the company. The company’s diversified product portfolio gives it a comparative edge over its peers.

2020) It enjoys a debt-free status, which raises its creditworthiness among financial institutions and would help with future borrowings.

Promoters 50.0

Institutions 37.6 However, delay in delivery acceptance and disrupted supply chain amidst the COVID pandemic still continues to cause pain. The company

Non Institutions 12.4 has sold 756 units in Q3FY21 as compared to 905 units in Q3FY20.

Total 100.0

We believe investors can buy at Rs. 989.0 (7.3x FY23E P/E) and add at Rs. 887.0 (6.5x FY23E P/E) with a base case target of Rs. 1057.0

Fundamental Research Analyst
Debanjana Chatterjee
Debanjana.chatterjee@hdfcsec.com

(7.8x FY23E P/E) and bull case target of Rs. 1194.0 (8.8x FY23E P/E) over the next two quarters.
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Voltamp Tranformers Ltd.

Financial Summary (Consolidated)

Particulars (Rs cr) Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ- (%) FY19 FY20 FY21E

Total Operating Income 175.7 2513 -30.1 160.2 828.8 858.6 698.7 846.4 997.3
EBITDA 16.5 304 -45.8 21.9 —24.7 93.6 107.8 87.2 114.1 135.0
Depreciation 2.3 2.4 -6.8 2.2 3.3 7.2 9.0 8.8 10.3 12.2
Other Income 26.4 12.6 109.8 15.6 68.9 36.2 14.6 66.1 48.7 61.3
Interest Cost 0.0 0.0 -100.0 0.0 0.0 0.0 0.0 0.0 0.2 0.1
Tax 8.5 5.5 55.0 5.5 54.9 37.8 24.0 37.0 38.0 46.0
APAT 32.1 35.0 -8.5 29.8 7.6 84.8 89.4 107.5 114.1 138.0
Diluted EPS (Rs) 31.7 34.6 -8.5 29.5 7.6 83.9 88.3 106.3 112.8 136.4

Recent Triggers
Strong order book (Rs 540cr) with order inflows at Rs 190cr:

Even during challenging times, the company has reported a robust order book (FY21 - an addition of 382cr) and had orders at hand of Rs
531cr (~7703 MVA) as of Q3FY21 — thus providing medium term revenue visibility. Rising demand from sectors like infra, water, power,
mining, oil & gas, ports, pharma, data centers, etc. provide the business visibility.
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Voltamp Tranformers Ltd.

Debt-free status, strong FCF generation is an attraction point for investors:

The company has been debt-free for many years and has parked its surplus funds in diversified investment avenues viz. debt, equity, mutual
funds, bonds, debentures, fixed deposits, PMS, tax-free bonds, etc. It has also managed working capital requirements quite efficiently. Since
it is debt-free and is managing its working capital well, the company has managed its cash flows better and enjoys healthy return ratios.
Prudent payment terms and diversified client base help Voltamp maintain healthy working capital. It has strong cash balance and the
possible deployment of excess cash in the business for the creation of new capacities would improve its growth prospects and return ratios.
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Long term Triggers
Power sector reforms to transform the transformer industry:

The union budget has given a big push to the power sector by announcing around Rs 3.06 lakh crore to the power distribution sector scheme,
which has been a welcome move. This is expected to assist Discoms for infrastructure creation tied to financial improvements, including
prepaid smart metering, feeder separation and upgradation of systems. It will also help enhance efficiency in the power distribution sector,
induce fair competition, and address the monopoly business of Discoms. This will, in turn, increase the demand for transformers used in
generating power. Further, 139 GW of installed capacity was added over six years, connecting additional 2.8 crore households with an
addition of 1.41 lakh circuit km of transmission lines. This will benefit the power transmission companies. Companies involved in both
transmission and generation will need more oil filled power and distribution transformers, thereby, which would work as a benefit for
companies like VTL.
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Voltamp Tranformers Ltd.

In addition, 100% railway electrification and focus on DFCs (Dedicated Freight Corridor) and urban infrastructure, including the expansion
of metro rail networks, infra creation for power distribution companies, expansion of gas distribution network to 100 new cities, thrust on
renewables, developing one lakh digital villages through BharatNet, creation of a development financial institution for infrastructure
financing and hydrogen energy mission for generating hydrogen out of green-powered sources will contribute significantly in enhancing the
country’s power demand. Further, a grant of Rs 1,000cr to the solar energy sector and Rs 1,500cr to the renewable energy sector is also a
welcome move and will help the country achieve the ambitious target of 175 GW of renewable energy capacity by the year 2022. As sub-
220 KV transformers are used in smaller applications, mainly by state utilities, and solar and industrial clients, VTL’s products will be in
demand. The company has a major market share in solar transformers, in which overall competition is extremely low, given unique
requirements.

Due to the increasing number of new small power rating substation projects across the country, the small capacity transformer segment is
expected to be the fastest-growing segment for distribution transformer industry. A smart grid is seen as a highly efficient and economical
technology that can reduce carbon emissions. Upgradation for now existing networks can create several opportunities for India’s
distribution transformer market in the future. Moreover, the government’s schemes such as the Deendayal Upadhyay Gram Jyoti Yojana
(DDUGLJY), the Integrated Power Development Scheme (IPDS) and the recently-launched Sahaj Bijli Har Ghar Yojana (Saubhagya), UDAY etc
have generated a spurt in demand for transformers.

Increased urbanization and ever-increasing population will see a rise in demand for transformers:
Rapid growth in transmission and distribution systems by laying new transmission lines and installing new substations to fulfill the energy
demand-supply gap is generating steady demand for transformer industry.

The company offers various after-market services with touch points across the country:

* |t undertakes repair of transformers of any make and a range up to 220 KV/200 MVA, both at its works and also on site.

* The company has hands-on experience in inspecting failed/damaged transformers "in-situ" and an ability to give quickly a rough cost
estimate for taking immediate decisions regarding repairs.

* VOLTAMP has the requisite confidence in its in-house technical strength to offer suitable guarantees on such repaired transformers even
though the original units are of a make other than its own.

* VTL supplies spares required for any make of transformer as well OLTC (On-load tap changer), including imported brands.
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Voltamp Tranformers Ltd.

VOLTAMP has a complement of about 300 personnel (including 60 engineers) with branches in all major cities and service centers spread
all over the country in important locations such as Mumbai, New Delhi, Chennai, Bangalore, Secundrabad, Pune, Bhubaneshwar, Kolkata,
Chandigarh, etc.

What could go wrong in the near term?

Lower volumes, lower order inflow on account of higher raw material prices may force buyers to reduce Capex and defer orders.
Demand for transformers chiefly arises from the power sector - any slowdown in infrastructure spending by the government would
affect the performance of transformer manufacturers.

The rising cost of raw materials, mainly copper and CRGO steel, which accounts for ~35-40% of the cost, could impact the profitability of
the company if it is unable to pass it on to customers.

The wide fluctuation of rupee against the US dollar also affects the margin since some of the key raw materials, viz. copper, transformer
oil, special steels for lamination, etc., are imported.

VTL has ABB and Areva on its competitor list. MNCs such as ABB and Areva T&D have a strong presence in the Indian market. In addition,
10-12 domestic manufacturers, Chinese, Korean and unorganized players compete for orders from SEBs, utilities and industrial clients.
This makes the market very competitive.

Due to the entry of a large number of players during a favorable time, there is an overcapacity in the industry currently. As a result,
aggressive pricing is undertaken by some of the players, which could impact margins.

Due to the economic slowdown, the financial position of many companies has been impacted and they are facing a cash crunch. Although
VTL has not been majorly impacted, delays in payments could increase its receivables position. Further, delay in the implementation of
the projects due to lengthy government procedures is expected to restrain the India distribution transformer market.

About the company

Voltamp Transformers Ltd. (VTL) is a leading manufacturer of oil filled power and distribution transformers. Its product portfolio comprises
oil-filled power and distribution transformers up to 160 MVA, 220 KV class and dry type transformers up to 12.50 MVA, 33 KV class. The
products have applications in varied industries, including power, refineries, real estate, automobile, infrastructure and steel. VTL has a
diversified clientele, including private players and government entities, with private players contributing a large part of its revenue. The
company’s production facilities are located at Makarpura and Savli in Vadodara, Gujarat, with an aggregate installed capacity of 13,000
MVA per annum.
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Voltamp Tranformers Ltd.

What is a transformer?

A transformer is defined as a passive electrical device that transfers electrical energy from one circuit to another through the process of
electromagnetic induction. It is most commonly used to increase (‘step up’) or decrease (‘step down’) voltage levels between circuits. A
transformer that increases voltage between the primary (the coil that draws power from the source) to secondary windings (the coil that
delivers the energy at the transformed or changed voltage to the load) is defined as a step-up transformer. Conversely, a transformer that
decreases voltage between the primary to secondary windings is defined as a step-down transformer.

Each transformer needs a cooling medium to stop it from overheating and becoming a potential fire or explosion hazard. Overheating is
inevitable when transformers are under load, but it must be solved because temperature rises are not acceptable when transformers are
being used.

Oil-filled transformers are known to be more efficient than dry-type transformers, which are limited in their voltage rating and their size.
VTL has both oil-filled and dry-type transformers.

Oil Filled Transformers:

The company has an installed facility to manufacture oil filled power and distribution transformers
up to 160 MVA, 220 KV Class. It has earned distinguished customers, which include leaders in
government and semi-government projects, refineries, fertilizer plants, cement, steel, chemical,
pharma, paper, and various other industries and state electricity boards in India as well as abroad.

Cast Resin Transformers:

The company has Resin Impregnated Dry-type transformers up to 5 MVA, 11 KV Class (in technical
collaboration with a leading GERMAN company) and cast resin dry type transformers up to 12.5 MVA,
33 KV Class (in technical collaboration with a leading German company). This introduction
supplements VTL’s existing product viz. vacuum resin impregnated dry type transformers. Dry type
transformers of both the above varieties are in use.
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Voltamp Tranformers Ltd.

Advantage of Cast Resin Transformers
e No fire hazard
e Near load center or even near to load.
e Low as transformer is near to load. Also cable drop is reduced.
o Negligible smoke generation.
e Suitable for indoor use as no fire risk.
e Can be fitted outdoor in IP (degree of protection) 45 enclosure.
e Suitable for as low as -25° C ambient temperature.

Unitised Sub-Station
In accordance with IEC 62271 standard, the prefabricated steel enclosure housed HT Switchgear,

% Transformer and LT Switchgear and associated equipment to form a composite compartmentalized
f E unitized substation with concern to safety and for meeting the urban and industrial needs. The
= substation is designed to take care of moisture, dirt, and condensation in coastal areas and is

completely lockable, to protect against unauthorized access.

Induction Furnace Transformers

Induction furnace has a coil constructed from heavy copper tubing. It is designed and tuned to the
. inverter circuit, which applies a medium frequency (generally 500 Hz or 1000 Hz) voltage to the
= T induction coil. The magnetic field produced by the induction coil induces eddy currents in the charge
and heats it. Medium frequency is necessary to enhance the rate of heat generation.

The inverter circuit requires for its operation a D.C. Voltage, which is obtained by converting available
three phase A.C. Voltage. Transformers that are used for transforming available three phase A.C.
voltage to required voltage for converter circuit of the induction furnace are referred to as induction
furnace transformers. Thus, they are essentially rectifier/converter duty transformers.
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Voltamp Tranformers Ltd.

Financials (Consolidated)

Income Statement Balance Sheet
(Rs Cr) FY19 FY20 FY21E FY22E FY23E (Rs Cr) FY19 FY20 FY21E FY22E FY23E
Income from operations 828.8 858.6 698.7 846.4 997.3 EQUITY AND LIABILITIES
Cost of materials consumed 649.5 651.7 525.1 635.9 764.2 Share Capital 10.1 10.1 10.1 10.1 10.1
Employee Cost 29.5 33.3 34.1 38.5 39.7 Reserves and Surplus 676.6 738.1 827.4 923.4 1043.2
Other expenses 56.3 65.8 52.3 57.9 58.3 Shareholders' Funds 686.7 748.2 837.6 933.5 1053.3
Total expenses 735.2 750.8 611.5 732.3 862.3 Deferred Tax Liabilities (Net) 3.8 0.0 0.0 0.0 0.0
EBITDA 93.6 107.8 87.2 114.1 135.0 Long Term Provisions 6.5 8.0 4.8 8.2 8.3
Depreciation 7.2 9.0 8.8 10.3 12.2 Non-current Liabilities 10.3 8.0 4.8 8.2 8.3
Other Income 36.2 14.6 66.1 48.7 61.3 Trade Payables 1.0 6.9 3.8 4.6 5.4
EBIT 122.7 113.4 144.6 152.4 184.1 Other Current Liabilities 46.7 46.0 39.8 48.3 54.2
Finance expenses 0.0 0.0 0.0 0.2 0.1 Short Term Provisions 5.8 7.7 4.6 7.9 8.0
EBT 122.7 113.4 144.6 152.2 184.0 Current Liabilities 53.6 60.6 48.2 60.7 67.5
Tax Expenses 37.8 24.0 37.0 38.0 46.0 TOTAL 750.6 816.9 890.6 1002.4 1129.1
PAT 84.8 89.4 107.5 114.1 138.0 ASSETS
EPS 83.9 88.3 106.3 112.8 136.4 Fixed Assets
Gross Block 66.7 84.0 93.2 108.2 120.7
Less: Acc. Depreciation 18.6 26.3 35.1 45.4 57.6
Net Block 48.1 57.7 58.1 62.8 63.1
Capital work-in-progress 0.2 1.2 2.0 2.0 2.0
Non-current Investments 360.9 417.1 417.1 417.1 417.1
Other Non-current Assets 16.3 22.3 18.3 29.9 36
Total Non-current Assets 377.2 439.3 435.4 446.9 453.1
Current Investments 20.4 36.8 46.8 56.8 58.8
Inventories 107.7 115.5 136.5 177 211.3
Trade Receivables 176.6 150.3 176.7 206.9 243.8
Cash and Bank Balances 11.4 6.0 2.8 10.9 51.0
Short-Term Loans and Advances 0.7 0.3 3.8 4.6 5.4
Other Current Assets 8.3 9.6 28.4 34.5 40.6
Current Assets 325 318.6 395.1 490.7 611
TOTAL 750.6 816.9 890.6 1002.4 1129.1
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Voltamp Tranformers Ltd.

Cash Flow Statement Key Ratios
(Rs Cr) FY19 FY20 FY21E FY22E FY23E Particulars FY19 FY20 FY21E FY22E FY23E
Profit Before Tax 122.7 113.4 144.6 152.2 184 PROFITABILITY RATIOS (%)
Depreciation 7.2 9.0 8.8 10.3 12.2 EBITDA Margin 11.3 12.6 12.5 13.5 13.5
Others -29.7 -7.0 3.9 -11.3 -6.0 EBIT Margin 14.8 13.2 20.7 18.0 18.5
Change in working capital -30.7 22.2 -85.2 -61.6 -71.3 APAT Margin 10.2 10.4 15.4 13.5 13.8
Tax expenses -37.0 -30.0 -37.0 -38.0 -46.0 RoE 13.0 12.5 13.6 12.9 13.9
Cash flow from Operating activities 32.5 107.5 35.0 51.6 729 RoCE 18.8 15.8 18.2 17.2 18.5
Net Capex -10.9 -19.9 -10.0 -15.0 -12.5 SOLVENCY RATIOS
Other investing activities 0.0 -65.9 -10.0 -10.0 -2.0 Net Debt/EBITDA (x) 0.0 0.0 0.0 0.0 0.0
Cash flow from Investing activities -10.9 -85.7 -20.0 -25.0 -14.5 Net D/E (x) 0.0 0.0 0.0 0.0 0.0
Proceeds from Eq Cap 0.0 0.0 0.0 0.0 0.0 PER SHARE DATA
Borrowings / (Repayments) 0.0 0.0 0.0 0.0 0.0 EPS 83.9 88.3 106.3 112.8 136.4
Dividends paid -18.3 -27.4 -18.2 -18.2 -18.2 CEPS 90.9 97.2 115.0 123.0 148.5
Interest paid 0.0 0.0 0.0 -0.2 -0.1 DPS 22.5 25.0 15.0 15.0 15.0
Cash flow from Financing activities -18.3 -27.5 -18.2 -18.5 -18.3 BVPS 678.8 739.6 827.9 922.7 1041.1
Net Cash Flow 3.3 -5.6 -3.2 8.1 40.1 TURNOVER RATIOS
Debtors Turnover (X) 5.1 5.2 4.2 4.4 4.4
One Year Price Chart Inventory Turnover (X) 8.0 7.6 5.5 5.4 5.1
1410 Payables (days) 0.5 3.4 2.3 2.3 2.3
1310 VALUATION
P/E (x) 12.3 11.7 9.7 9.2 7.6
1210 P/BV (x) 1.5 1.4 1.2 1.1 1.0
1110 EV/EBITDA (x) 11.0 9.6 11.9 9.1 7.4
EV/Revenues (x) 1.3 1.2 1.5 1.2 1.0
1010 Dividend Payout (%) 26.8 28.3 14.1 13.3 11.0
910
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Voltamp Tranformers Ltd.

Disclosure:

|, Debanjana Chatterjee (Msc in Economics) (PGDM in Finance), authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has no
material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or her relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at
the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or her relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock —No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources
believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without
notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to
buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication,
reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in
part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of
which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of
shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal
in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings, corporate finance,
investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of
interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach
different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject company or third
party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 Compliance Officer: Binkle R. Oza Email:
complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CAO062; SEBI Research Analyst Reg. No.: INHO00002475; SEBI Investment Adviser Reg. No.:
INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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